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MAS departments of CPA firms are being called on
more and more often for advice on marketing prob
lems. Herewith, the first of two articles on marketing
theory, this from the viewpoint of an academician —

MARKETING: THE BASICS
by Harold W. Fox
DePaul University

operations of a
their field and are therefore in
client are becoming increas
creasingly receptive to manage
ingly important to CPA management advisory services.
ment advisory services departments.
In turn, it devolves upon those to
One reason for this mounting inter
whom the term “marketing” con
est is the current emphasis on total
notes mainly flights of fancy and
business systems in such assign
expense accounts (and sometimes
ments as long-range planning, in
these two are related) to update
formation processing, computeriza
their understanding of this perva
tion, and operational controls.
sive and dynamic business function.
A comprehensive installation must
The easiest way is first to overview
certainly include the client's reve
the flows of merchandise and com
nue-producing efforts.
munication from producer to house
Moreover, in this vigorous activ
hold and then to observe the tools
of marketing in action.
ity executives capture top decision
making positions while they are
Pervasive—Marketing stimulates
and satisfies the wants of buyers.
still young. Marketing administra
Since there is no profit in making or
tors—many of them college gradu
financing something that cannot be
ates of the 1960s—recognize the
sold, considerations of marketability
need for a systems approach to
he marketing

T
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pervade all business policies and
operations. From the design of new
products to the provision of parts
for repairs, a major criterion in all
business decisions is the estimated
reaction of buyers.
Significantly, the marketing de
partment generates data and re
quires information on many activi
ties outside its jurisdiction. Proced
ural changes elsewhere are likely to
affect marketing and require the
approval of its managers.
Dynamic—Modern marketing
consists of strategies to supply a
segment of customers at a profit.
Marketing is dynamic because buy
ers are volatile with respect to
what stimulates their purchasing
and what satisfies them. Unpre
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FIGURE I

OVERVIEW OF MARKETING FROM PRODUCER TO FINAL BUYER

EXTERNAL INFLUENCES:
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regulatory, technological
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dictable competitors and other ex
ternal pressures that influence the
results of a marketing effort com
pound this instability. Hence the
tools of marketing are constantly
in motion.
Great diversity in marketing prac
tices results from a diversity among
buyers. Few companies, if any, look
upon America as one mass market.
Instead, they try to develop special
ized markets: young people or old,
blue-collar or white, professionals
or farmers, and other segments.
Marketing must constantly adjust
to new individuals in the target
segment. People grow older, change
occupations, and are mobile in
other ways.
One significant consequence of
the fast pace in marketing is that
timeliness of information is more
important than a high degree of
accuracy. And the mission of cul
tivating a parade of customers amid
changing external developments
suggests, again, multiple inputs into
the data stream: the client’s figures
plus economic indicators, competi
tive intelligence, governmental re
strictions, and so forth.
These outside statistics represent
forces that a marketer cannot
change, at least not in the short
run. Reflecting this predominance,
Figure 1 (facing page) shows them
at the top of the vertical flows of
marketing efforts from producer to
final user.
A macroframework of marketing
divides it into various levels. The
manufacturer’s view proceeds from
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the top of Figure 1 down. (The
righthand side of Figure 1 will be
discussed later.) Intermediaries like
wholesalers and retailers look at
prior marketing stages (e.g., man
ufacturers) and later stages (e.g.,
buyers).
Any member of this coalition is
a marketer with interests of his
own. In addition, he acts as a vital
link in mass distribution. Hence he
needs information which treats all
channel members, from producers
to consumers, as an entity.
Sortings and Middlemen—The
different levels are an outgrowth
of physical rearrangements of
goods. These are necessary in a
mass production economy because
of discrepancies in assortment and
quantity. Briefly, a manufacturer
produces a uniform article in huge
volume whereas an ultimate con
sumer buys a large variety of
goods, a single unit or a few at a
time. Accumulating the outputs of
different producers, intermediaries
make these outputs suitable for the
next level by assorting them into
marketable combinations and by
allocating them into marketable
quantities.
Two main types of intermediaries
are named in the diagram: whole
salers and retailers. Wholesaling
means selling to other businesses
or to institutions; retailing means
selling to households. These func
tions can, of course, be performed
by firms other than wholesalers or
retailers. But if a middleman per
forms essential functions efficiently,
eliminating him simply shifts such
functions among other members of
the channel. The benefits of elimi
nating middlemen usually are not
in lower total-channel expense, but
in improved control, promptness,
communication, and harmony. Dif
ferent channels exist side by side
because different buyers—and dif
ferent sellers—have different needs
and are willing to pay the costs of
filling these.
Push and Pull— There are many
ways, then, to urge goods through
various channels and to get the
product message from the manufac
turer to the user. Some prospective

buyers are responsive to a so-called
push approach, whereas a pull ap
proach is more effective with others.
Figure 1 also illustrates these two
types of marketing-communication
flows: Push is on the left and pull
is on the right.
A push approach features per
sonal selling from one stage down
to the next. The use of salesmen
has many advantages. It permits a
precise targeting of marketing ef
forts. Salesmen can explain or
demonstrate an offering, meet a
prospect’s objections, press for a
favorable decision at the proper
moment, and render post-sale ser
vice.
For optimum deployment of
order-getters and equitable distri
bution of quotas, marketing execu
tives need information on sales po
tentials. The executives require as
sistance in designing a compensa
tion plan that motivates prospecting
for new customers, upgrading of
established accounts, and sharing
the news from the field with the
headquarters staff. As part of this
department’s data processing sys
tem it may be possible to schedule
calls on buyers, utilizing the latest
feedback. And since most selling
activities occur outside the employ
er’s premises, many executives de
mand special attention to the bud
geting and controlling of expenses.
The push approach is very costly
per transaction. Salesmen are not
suitable when each sale is small or
when prospects refuse to allot them
time. Frequently the true decision
makers in households or industry
are not known or not accessible,
and personal selling must be sup
plemented by advertising.
A pull approach features adver
tising directly to consumers. In this
case, advertising is not a supple
ment but a—presumably more effi
cient-alternative to personal sell
ing. Consumers are expected to
demand the advertised article from
retailers, who, in turn, will order it
from wholesalers that the manu
facturer supplies. Thus advertising
pulls the article through the distri
bution channel.
The combination of conditions
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FIGURE 2
THE TOOLS OF MARKETING
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particularly favorable to a pull ap
proach is: (1) Perceived satisfac
tion from product usage, (2) Dis
tinctive aspects of the brand (a
talking point), (3) Rising sales of
the product class, (4) Hidden qual
ities (Ingredient X), (5) Emotion
al buying motives (beauty aids),
(6) Inadequate selling efforts at re
tail (packaged foods—and just
about everything else!), (7) Ample
funds, and (8) High operating lev
erage. Advertising can be useful in
appealing to a large audience,
many times, at a very low cost per
prospect. But selective exposure,
selective perception, and selective
retention impair the effectiveness
of advertising.
As shown on the righthand side of
Figure 1, many manufacturers use
an advertising agency experienced
in creating persuasive messages
and selecting appropriate vehicles
(radio stations, television channels,
etc.). An advertising agency is said
to render these services at a lower
cost or greater productivity than if
the manufacturer did it himself. At
present, however, this principle is
under challenge. Marketing execu
tives want to know whether con
tinued affiliation with advertising
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agencies serves their company’s in
terest better than separate arrange
ments with a variety of small spe
cialists : researchers, copywriters,
artists, media buyers, monitors of
advertisements, and so forth. Or
there is a third possibility; the man
ufacturer could hire a staff of his
own.
Advertising and personal selling
are subdivisions of a marketing tool
called promotion. There are four
major marketing tools to customize
an offering for greatest effective
ness with a segment of prospective
customers. This kit of tools, Figure
2 above, offers a microframework of
marketing.
Striving to cultivate its target of
buyers, a marketing department
blends four aspects of an offering.
This is its marketing mix. What will
be sold, where, how, and for how
much? Specifically, a marketing
mix comprises:
Product (the what) refers to the
physical and psychological features
of an offering. These include in
gredients, packaging, size, color,
performance, brand image, and
post-sale service. In dealings with
resellers or industrial users, product

TERMS

refers to the profit potential of an
offering.
Distribution (the where) refers
to the availability features of an
offering. These include arrange
ments with intermediaries—brok
ers, wholesalers, retailers—through
which the product is sold. Distri
bution also includes the logistics of
physical supply for a particular cus
tomer service level.
Promotion (the how) refers to
the communication features of an
offering. These include advertising,
personal selling, and such support
ing activities as trade shows and
dealer incentives.
Price (the how much) refers to
the revenue features of an offering.
These include the dollar amount at
which an article is offered or sold,
delivery charges, and credit terms.

Combined as a marketing mix,
these four tools are mutually rein
forcing. A change in one affects all
others—and leads to a new mix. As
noted, the primary determinant of
a particular marketing mix is the
intended segment of prospective
customers. This segment should be
clearly delineated even before a
product is developed.
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A marketing orientation in re
search and development is just as
important as in commerce. In lead
ing companies new products are
created for specific needs felt by
identified segments to whom a sup
ply is worth a particular amount.
One way in which marketing re
search reveals such opportunities
is to test the concept of some hypo
thetical performance or other bene
fit. Would you be willing to buy
something that does so-and-so for
you? If yes, how many units per
year, and how much are you willing
to pay? In practice, the questions
may not be so straightforward, but
the responses are an essential input
for research and development ad
ministration. Redesign of the prod
uct is usually necessary to enhance
its promotability, accommodate re
sellers, and meet logistical needs.
Sound cost estimates and effective
cost controls are particularly im
portant when, as frequently hap
pens, consumer perceptions or com
petitive offerings set a ceiling on
the sales price. In that case, profit
depends on cost.
Throughout the course of re
search and development, increas
ingly precise forecasts of market
acceptance, competitive activity,
and financial results run parallel to
the resolution of technical prob
lems. A tentative marketing plan
records specific objectives for the
venture and itemizes the marketing
mixes to attain them.
Prototypes may be used for test
marketing if it appears that the
value of the additional information
exceeds the total cost of market
test expense, loss from delays, and
exposure to competitors. Marketing
research findings could be mislead
ing, due to methodological limita
tions or market volatility. Yet it
may be a bigger mistake to pro
ceed on the basis of hope plus re
luctance to write off sunk costs.
Most nonmarketing executives
underestimate the expense and risk
of launching a technically sound
product. In the case of packaged
goods, a marketing outlay of $10
million during the first year of
commercial introduction is not un
July-August, 1971

usual. Yet if the marketing mix is
ineffective, the entry will be just
another one of that year’s numer
ous new-product failures. Top man
agement needs independent ac
countants to discover the fiscal ir
responsibility underlying many
such introductions and to recom
mend support for more viable
ventures.
After release from research and
development, all goods and ser
vices experience various marketing
stages such as: (I) Introduction,
(II) Growth, (III) Maturity, (IV)
Decline and possible abandonment.
Unlike the stages of man, this prod
uct life cycle is not a smooth, in
variable sequence. Indeed, a mar
keting specialist called product
manager would not tolerate natural
progression. He strives to keep his
brand in or restore it to the
stage designated “growth.” At a
minimum the product manager
seeks to stave off decline.
Although the duration of each
stage is known only in retrospect,
the marketer should have a plan
ning horizon which encompasses
the entire cycle. This means formal
preparation for targeting a succes
sion of consumer segments and for
corresponding changes in the mar
keting mix. Actual timing depends
on the product’s sales experience
and the outlook for the immediate
future.
Introduction—In the early stages
of the product life cycle the mar
keting mix tries to reach those peo
ple who are especially receptive to
something new. The very first, in
novative, buyers tend to be young
(or think young), theoretical, ven
turesome, members of a special
ized occupation. Craving frequent
change, they have the wherewithal
to gratify their wants. They move
in exclusive social circles so that
their consumption choices do not
have much influence on the main
stream of the market.
The tactics at Stage I depend on
the life-cycle product plan. For ex
ample, the marketer may aim to
create a peerless article, one with
out substitutes in the eyes of those
consumers for whom its features

harbor a unique appeal. This im
plies a segment with exacting taste.
Starting production on a small
scale, a company can reserve the
new item for the leading retailers
and set a very high price. The
product manager needs feedback
on the almost inevitable dissatis
factions on the part of the innovat
ing buyers, so that the article can
be perfected.
Meanwhile, advertising in se
lected vehicles informs the pros
pects about the new product and
where it is available. The main pro
motional effort is left to the retail
ers, who have long margins on this
product and little or no competi
tion from other retailers, so that
special selling efforts are worth
their while. The alert reader will
have recognized this maneuver as
a push strategy.
An alternative approach in Stage
I is to launch a mammoth effort
aimed at the mass market immedi
ately. This is preferable if the new
product is slated to become a staple
(something low-priced that con
sumers buy repeatedly, mainly on
the basis of convenient availability).
The product manager arranges first
for widest possible distribution.
Then he coordinates saturation ad
vertising, free samples to consum
ers, and other promotional efforts.
The price is competitive.
This marketing mix centers
around an advertising campaign
that explains the benefits of the
new product. In practice, the ad
vertising plan serves a dual pur
pose. Before the new product is
available to the public, a portfolio of
forthcoming advertisements helps
the manufacturer get shelf space in
retail stores—often a very difficult
feat. Thus a pull strategy relies on
advertising to get the product into
and out of the store.
As noted, it takes innovationminded consumers to be the first
to buy a new product. They are
also the first to discard it in favor
of something new. Many new prod
ucts abort at this point.
But extended usage in Stage I
may have exposed the new product
to alert consumers who are part of
47

Management needs experts

[when the product has
reached its mature stage]

to audit the distribution

process and suggest
improvements to all channel

members. On the basis
of comprehensive studies,
manufacturers have changed
packing containers, trans

portation practices, inventory

locations, order and billing

routines, and feedback
for production control —

achieving dramatic
efficiencies.
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the mainstream. Or the manufac
turer’s promotional campaign may
have kindled the interest of this
second category of consumers,
called early adopters.
Growth—Early adopters are typ
ical of the mass market, but hap
pen to have a special interest in
this particular kind of product. Res
idents in their neighborhood look
to them for advice about this class
of consumption item, and the mar
ket verdict on the article spreads
by word of mouth.
If successful, the product is at
tracting competitors, especially if
the marketer launched it at a high
price. At first the entry of competi
tion mainly helps to hasten the new
product’s acceptance. This is the
most profitable stage of the prod
uct life cycle.
The product manager switches
from informative to persuasive ad
vertising. Each rival features his
own brand instead of the generic
product, with increasingly special
ized appeals aimed at a particular
segment. There is a corresponding
specialization in marketing chan
nels. The brand must be offered
where it is accessible to its intend
ed segment. Toward the end of
Stage II, prices weaken.
Maturity—In Stage III, the ma
jority of the prospects for that par
ticular article are using it. The fast
growth in sales and profits in the
recent past brings frenzied bidding
on the stock exchanges for that in
dustry’s securities and frenzied ef
forts by other companies to enter
this market.
If the product is easy to imitate,
there will be a price war. In con
trast to the growth period, when
economies of scale made it easy
to absorb price reductions, in Stage
III total volume tends to remain
on a plateau. Since there are more
manufacturers, each of the early
ones is supplying less. Factory cost
controls become ever more critical.
If the product is difficult to imi
tate or if marketing contains un
usual problems, many of the com
petitive entrants fall by the way
side. The industry’s permanent
structure will be oligopolistic. In

this situation, marketing mixes fea
ture elements other than price.
Unless operational analyses are
forthcoming, it is tempting to main
tain market share through a multi
tude of product models, possibly
with frequent changes in packag
ing or performance features, plus
special concessions (“deals”) for
resellers or consumers, extensive
warranties, unsound credit terms,
and so forth. The multiplicity of
brands, package sizes, price lines,
etc. sharpens the battle for retail
shelf space and aggravates the
problems of inventory storage and
replenishment.
In the distribution channel the
balance of power shifts from man
ufacturers to retailers since the lat
ter can get near-substitutes if a
supplier is uncooperative. The com
plexity of the product line and the
importance of speeding deliveries
to intermediaries put special em
phasis on logistics, which, at the
same time, is the activity with the
biggest potential for cost reduction.
Management needs experts to
audit the distribution process and
suggest improvements to all chan
nel members. On the basis of com
prehensive studies, manufacturers
have changed packing containers,
transportation practices, inventory
locations, order and billing rou
tines, and feedback for production
control—achieving dramatic efficien
cies. They have gained the good
will of middlemen through a ser
vice which suggests automatic re
ordering procedures, rotation of
stocks, theft control, and account
ing simplification.
Maturity is usually the longest
period in the product life cycle.
Nearly all well-known goods and
services are in this stage. Trying to
prolong its duration, product man
agers promote more frequent usage
of their brand, develop new appli
cations, cultivate new segments,
change advertising themes (and
agencies), and try new channels.
Most important, marketers want re
search and development to expe
dite the release of something new.
Stage III ends as sales of the ma
ture product begin to decline
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throughout the industry and a large
proportion of the manufacturers
cease production.
Decline—Perhaps an invention
or a new set of external conditions
is rendering the product obsolete.
If the article is one used by house
wives, a new generation will con
sider it old-fashioned. A full turn of
this cycle might last 30 years. In
contrast, if the article was designed
for eighteen-year olds, it may lose
its market in one year.
In any event, the old product’s
manufacturing facilities probably
have been amortized. Marketing
and logistics can be simplified. Ad
ministration seems to be routine.
Sales of replacement parts are
zooming. The decline stage can be
quite lucrative for a while.
Paradoxically, Stage IV may be
an opportune time to raise prices.
Competitive pressures have abated.
The main buyers are a hard core
of users. These laggards are loyal
to older brands because their life
style is oriented to the past and
they are suspicious of innovation.
The most astute marketing move
could be to prune the product line,
eliminate expendable resellers, and
withdraw promotional support.
Thanks to whatever sales momen
tum remains, profits will bulge.
Some senior executives harbor a
sentimental attachment to the tra
dition-laden product. It has been
their vehicle to success. Quite often
sales volume stabilizes for sev
eral quarters, fortifying their faith
in the product’s comeback. Even
after quarterly volume begins to
cascade, the client’s direct costing
reports show that the old product
is still contributing to overhead.
But this is no time for complac
ency. Marketing should move for
ward with offerings that are more
in tune with the times. In this situa
tion, professional accountants can
advise top management that its
time and facilities should be direct
ed to the markets of the future.
Virtually all marketing texts pub
lished in 1971 or scheduled for
1972 and 1973 that the writer has
previewed adopt the systems ap
proach to marketing. In such a
July-August, 1971

model the traditional elements are
rearranged. Sociological, economic,
regulatory, and technological in
fluences are exogenous variables.
So are competitors, customers, fi
nancial sources, vendors, plus the
company’s other major subsystems.
Endogenous are inputs, marketing
operations, guidance, outputs, and
feedback.
The inputs include human, mate
rial, financial, temporal, and knowl
edge resources. Their transforma
tions for sales purposes are the
operations, with marketing planning
and control providing the guidance.
The outputs are subsystems of prod
uct, distribution, communication,
and pricing mixes. Feedback pro
vides liaison from the exogenous to
the endogenous elements, leading
to adjustment of disparities.

Paradoxically, the period
when a product is

declining may be an appro
priate time to raise

prices. Competitive pressures

Customer services neglected

have abated. The main

In business practice, a systems
perspective in marketing has thus
far become operational only in lo
gistics work, and only in a few
highly sophisticated companies.
There is, however, widespread in
terest in model building and com
puterization of a less ambitious
scope than total marketing. Fur
thermore, in some very large corpo
rations, members of the operations
research staff with the aid of con
sultants are developing both ele
gant applications of mathematical
techniques to marketing and press
releases. Perhaps it is even more
urgent to correct some abuses or
“bugs” in current marketing instal
lations, e.g., excess of internal re
ports, deficiency in warranty and
repair services, and impersonaliza
tion in computerized answers to
inquiries or complaints from cus
tomers.
Presumably, marketing will al
ways retain some dynamic char
acteristics that computers cannot
harness. But, as a pervasive func
tion in business and as a collection
of subsystems that are now being
quantified, marketing constitutes an
activity with an accelerating need
for CPA management advisory
services.

buyers are a hard core

of users. These laggards

are loyal to older brands
because their life style
is oriented to the past and

they are suspicious of
innovation. The most astute

marketing move could be
to prune the product

line, eliminate expendable
resellers, and withdraw
promotional support.
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